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Any party who wishes may tile comments to the Staff Report with the Commission's
Docket Control by 4:00 p.m. on or before July 3, 2008.

Attached is the Staff Report for Yarnell Water Improvement Association, Inc's.
application for a permanent rate increase. Staff recommends approval of the application using
Staffs recommended rates andcharges.
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EXECUTIVE SUMMARY
YARNELL WATER IMPROVEMENT ASSOCIATION, INC.

DOCKET no. W-02255A-07-0570

Yarnell Water Improvement Association, Inc. ("Company") is located approximately 30
miles southwest of Prescott, Arizona on Highway 89. The Company is engaged in the business
of providing water utility service exclusively to Arizona customers in Yavapai County. The
Company provides service to approximately 531 customers. The Company's current rates were
effective July l, 2006. These rates are the same rates that were effective in the Colnpany's
previous rate case Decision No. 68747 dated June 6, 2006.

The Company's rate application requested an increase in revenue of $44,788 or a 19.41
percent increase over test year revenue of $230,712. The Company's proposed revenues of
$275,500 result iN an operating income of $44,788, for an operating margin of 16.26 percent.
The Company's requested rates would increase the typical residential bill with a median usage of
2,338 gallons from $26.85 to $32.01, for an increase of $5.16 or 19.2 percent.

Staff is recommending an increase over test year revenue of $45,090 or a 19.54 percent
increase over test year revenue of $230,712. Staff' s recommended revenues of $275,009, result
in an operating income of $59,772, for an operating margin of 21.73 percent. Staffs
recommended rates would increase the typical residential bill with a median usage of 2,338
gallons from $26.85 to $31.42, for an increase of $4.57-or 17.0 percent.

Staffs recommendation will allow the Company sufficient revenue to make the principal
and interest payments on approved loans. Staff is recommending approval of a previously
executed financing for a vehicle.

Staffs recommended rates and charges would provide an operating income of $59,772
for an operating margin of 21.73. The operating margin is abnormally high in this instance,
because the operating margin is driven by the debt service coverage ("DSC") to give the
Company sufficient cash to service its debt and for contingencies.

Staff recommends:

• Approval of Staffs rates and charges as shown on Schedule CRM-16. In addition to
collection of its regular rates and charges, the Company may collect Hom its
customers a proportionate share of any privilege, sales or use tax per Commission
Rule (14-2-409D-5).

• The Company shall docket with the Commission, a schedule of its approved rates and
charges within 30 days after a Decision in this matter is issued.

• The Company shall use depreciation rates delineated in Exhibit 6 of the Engineering
Report on a going-forward basis.
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Approval of the financing in
purchase of a vehicle.

the amount of $19,8277 already executed for the

• That the Company continue to reduce its water loss. Staff further recommends that
the Company monitor both the gallons pumped and gallons sold to determine the
actual water loss on an annual basis. The monitoring report should be docketed as a
compliance item in this case within 13 months of the effective date of the Order
issued in this proceeding. If the reported water loss for the period is greater than
10%, the Company shall prepare a report containing a detailed analysis and plan to
reduce water loss to 10% or less. If the Company believes it is not cost effective to
reduce water loss to less than 10%, it should submit a detailed cost benefit analysis to
support its opinion. In no case shall the Company allow water loss to be greater than
15%. The water loss reduction report or the detailed analysis, whichever is
submitted, shall be docketed as a compliance item within 13 months of the effective
date of the order issued in this proceeding.

• That the Company obtain the Colnnlission's approval for any long-term financing
prior to its execution in the future.
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Yarely Water Improvement Association, Inc .
Docket No. W-02255A-07-0570
Page 1

Fact Sheet

Current Rates: Decision No. 68747, June 5, 2006, rates effective as of July 1, 2006.

Type of Ownership: Arizona Non-Profit Corporation.

Location: The Company serves customers in Yavapai County.

Rates:

Permanent rate increase application filed: October 5, 2007, amended December 3, 2007,
December 7, 2007, January 18, 2008, and February 25, 2008.

Current Test Year Ended: December 31, 2006.

Monthly Minimum Charges:
Company
Current
Rates

Company
Proposed
Rates

Staff
Recommended
Rates

Monthly Minimum Charge
Based on 5/8 X % inch meter

$21.00 $22.00 $23.00

Gallons in Minimum 0 0 0

Commodity Charge
Excess of minimum, per 1,000 gallons

Tier One zero gallons to 5,000 gallons
Tier Two Born 5,001 gallons to 10,000 gallons
Tier Three from 10,001 gallons to 50,000 gallons
Tier Four all gallons over 50,000 gallons

2.50
3.50
4.75
6.00

3.00
4.20
5.70
7.20

Tier One zero gallons to 3,000 gallons
Tier Two 3,001 gallons to 7,000 gallons
Tier Three 7,001 gallons to 50,000 gallons
Tier Four all gallons over 50,000 gallons

3.60
4.10
5.75
7.00

Typical residential bill
(Based on median usage of 2,208 gallons) $26.85 $32.01 31.42
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Yarely Water Improvement Association, Inc.
Docket No. W-02255A-07-0570
Page 2

Customers:

Average number of customers in prior test year 521, current test year 531.

Notification:

Customer Notification was mailed originally on September 28, 2007 and was corrected, and
resent on November 27, 2007.

Complaints:

A review of Consumer Service records reveals that there were no complaints Hom January l,
2005, through May31, 2008.

Summarv of Filing

Based on test year results, as adjusted by Arizona Corporation Commission
("Commission") Utilities Division Staff ("StafF'), Yan ell Water knprovement Association, Inc.
("Colnpany") realized an operating income of $12,772, for a 5.55 percent operating margin as
shown on Schedule CRM-1. -

The Company proposed rates produce operating revenue of $275,500 and an operating
income of $44,778, for an operating margin of 16.26 percent. The Company's proposed rates
would increase the typical residential bill with a median usage of 2,338 gallons from $26.85 to
$32.01, for an increase of $5.16 or 19.2 percent.

Staffs recommended rates produce operating revenue of $275,009 and an operating
income of $B9,772, for an operating margin of 21.73 percent. Staffs recommended rates would
increase the typical residential bill with a median usage of 2,338 gallons from $26.85 to $31.42,
for an increase of $4.57 or 17.0 percent.

The Company is a class C utility.

Companv Background

The Company received its Certificate of Convenience and Necessity ("CC&N") in
Decision No. 44085, dated April 22, 1974. The Company's prior rate application utilized a test
year ending December 31, 2004.

On October 5, 2007, the Company filed an application for a permanent rate increase with
the Commission. On November 5, 2007, the Company filing was found deficient. On December
3, 2007, December 7, 2007, January 18, 2008, and February 25, 2008, the Company submitted
the deficient items. On March 3, 2008, the application was deemed sufficient. The Company's
current test year ends December 31, 2006.
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Yarnell Water Improvement Association, Inc.
Docket No. W-02255A-07-0570
Page 3

The Company has been operating at a loss the last several years. Salaries and other
operating expenses have increased. The Company wants to replace their 22-year old telemetry
system as soon as possible. The system is prone to malfunctioning and replacement parts are no
longer available. The fire hydrants are aged arid need to be replaced as part of the water loss
prevention program. The Company needs a back-up generator as part of its emergency plan.
The Company does not expect the customer base to increase. The Company states that by the
end of the year it will have exhausted reserves to fund these losses but will continue to service
debt. The Company is requesting a new tariff item for fees for having to cross a public highway
to install a service line. The Company incurs currently, from $65.00 to $500.00 in permit fees to
access the main water line to add a service line that is across a public highway which is not in the
Company's current tariff. These permit fees are not included in the tariff for service line and
meter installation charges. These permit fees would only apply when it is required to cross a
public highway to add a service line.

The Company has 15% water loss which exceeds Staffs recommended 10% allowable
limit.

Consumer Services:

A review of the Commission's records from laniary 1, 2005, through May 28, 2008,
revealed that there were zero customer complaints and six opinions. One opinion was in favor of
the proposed rate increase, and five opinions were opposed.

Compliance:

A check with the Utilities Division Compliance Section showed no outstanding
compliance issues.

The Company is current in its property and sales tax payments.

The Company is in good standing with the ACC Corporations Division.

The Company is in compliance with the new arsenic maximum contaminant level.

The Arizona Department of Environmental Quality ("ADEQ") has determined that this
system is currently delivering water that meets water quality standards required by Arizona
Administrative Code, Title 18, Chapter 4.

The Company is not located within any Active Management Area ("AMA") and is not
subject to AMA conservation and monitoring requirements. Staff received a compliance status
report from Arizona Department of Water Resources ("ADWR") dated June 11, 2008, in which
ADWR has determined that Yan ell Water Improvement Association is currently in compliance
with departmental requirements governing water providers and/or community water systems.
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Yan ell Water Improvement Association, Inc .
Docket No. W-02255A-07-0570
Page 4

Rate Base:

Staff made no adjustments to the Company's rate base of $562,403. See Schedule
CRM-3 .

Plant-in-Service:

Staff did not make any adjustments to plant in service. Staff concurs with the Company's
plant in service in the amount of $1,661,629 less accumulated depreciation in the amount of
$l,076,098. StafFs recommended net plant in service is $585,531. See Schedules CRM-3 and
CRM-5. 1

Accumulated Depreciation:

Staff concurs with the Company's proposedaccumulated depreciation of $1,076,098

Staffs accumulated depreciation amount was calculated by adding depreciation expense
for the years 2004 through 2006 and subtracting accumulated depreciation for plant retirements
from the Commission approved accumulated depreciation balance in the prior test year ended
December 31, 1999, of $1,357,003 giving at accumulated depreciation of $1,076,098. See
Schedule CRM-4. --

Advances-in-Aid-of-Construction:

The Company has no advances-in-aid-of-construction.

Contributions-in-Aid-of-Construction:

The Company has no contn'butions-in-aid-of-construction.

Working Capital:

The Company did not claim any working capital allowance. Staff typically only allows
cash worldng capital allowance calculated by the formula method for small class D and E
utilities. The formula method always produces a positive cash working capital need. Utilities
classified as A, B or C are larger and Staff believes that the formula method does not accurately
reflect the related cash working capital needs. Typically, Staff finds that proper lead/Iag studies
usually produce a negative cash worldng capital need. Staff recommends no worldng capital
allowance in this case.

Financing:

The Company purchased a new Ford Ranger pick-up truck on May 12, 2006. The
Company arranged long-term financing for this vehicle through Ford Motor Credit for a period



nI

*

Yan ell Water Improvement Association, Inc.
Docket No. W-02255A-07-0570
Page 5

of five-years on a total amount of $19,827. The Company did not seek or get approval for this
long-term financing from the Commission. The Company had a 1990 Toyota pick-up truck
which was involved in an accident. Staff recommends approval of this long-tenn financing
retroactive from May 12, 2006, when the new pick-up was purchased and will recommended
sufficient revenue to service this loan. Staff recommends that the Company obtain the
Commission's approval for any long-term financing prior to its execution in the future.

The Company has two other loans which were approved by the Commission. The loans
are with the United States Department of Agriculture-Farmers Home Administration ("USDA-
FHA"), acquired June 25, 1974, and April 25, 1975. The unpaid balances of these loans are
$270,691 and $18,059, respectively. The dates of maturity on these loans are June 25, 2014, and
April 25, 2015. See Schedule CRM-14..Staff recommends sufficient revenue to service these
loans. Staff"s recommended revenue requirement is driven by debt service coverage ("DSC") of
1.66, which will give the CoMpany sufficient revenue to service its debt and for contingencies.
See Schedule CRM-15.

Operating Revenue:

Staff made an adjustment to other water revenue, decreasing it by $793 from $2,793 to
$2,000. The Company does not expect any additional growth and other water revenue has
decreased considerably in the one and one-half years after the test year. Staff reviewed the
amount of other water revenues collected thusifar in the year 2008. The amount collected Nom
January 2008 through May 2008, is less than $1,000. Based on this information Staff adjusted
the other water revenues to reflect this finding. Staff recommends adjusting other water revenue
to a level that more clearly reflects the correct amount expected to be received on a going-
forward basis. The Company's bill count revenue matched the revenue shown in the application
and that reflects the test year revenue. Staff did not have to annualize revenue because the same
Fates that became effective in the most recent rate application Decision are die same rates that
were in effect in the prior Decision No. 68747 dated June 6, 2006. The same rates are applicable
for the entire 2006 test year. Staffs recommended operating income is $59,772. See Schedules
CRM-7 and CRM-8.

Operating Expenses:

Staffs adjustments to operating expenses resulted in a decrease of $1,674 from $218,821
to $217,147 as shown on Schedule CRM-6 and CRM-7. Adjustments are discussed below.

Adjustment 1: Staff decreased other water revenues by $793 from $2,793 to $2,000 to
more clearly reflect the Staffs analysis of other water revenues received in year 2007, and the
amount received dlus far in the 2008 year.

The Company does not expect any additional growth, and other water revenue has
decreased considerably in the one and one-half years after the test year. Staff reviewed the
amount of other water revenues collected thus far in the year 2008. The amount collected from
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Yan ell Water Improvement Association, Inc.
Docket No. W-02255A-0770570
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January 2008 through May 2008 is less than $1,000. Based on this information Staff adjusted
the other water revenues to reflect this finding. Staff recommends adjusting other water revenue
to a 1eve1'that more clearly reflects the correct amount expected to be received on a going-
forward basis. See Schedule CRM~8.

Adjustment 2: Staff decreased office supplies and expense by $152, from $16,172 to
$l6,020, to remove the cost of the Company's Christmas dinner held at a local restaurant
because it was a social event and not necessary to provide service. See Schedule CRM-9.

Adjustment 3: Staff decreased water testing by $287 Nom $4,290 to $4,003 to reflect
Staffs recommended expense level. This adjustment reflects the annual water testing costs
determined per Staff' s Engineering Report at Table A. See Schedule CRM- 10.

Adjustment 4: Staff decreased Repairs and Maintenance Expense by $678, ii°om $12,097
to $11,419, to remove the cost, not covered by insurance, of body repair to the Toyota pickup
which was involved in an accident. Staff believes this to be a non~recurring expense. See
Schedule CRM-11

Adjustment 5: Staff increased depreciation expense by $1,724, from $33,669 to $35,393,
to reflect due amount of depreciation expense on a going-forward basis. See Schedule CRM- 12.

Adjustment 6: Staff decreased property taxes by $2,281, from $14,139 to $11,858, to
reflect the decreased property taxes due to the Company, including prior year's past due property
taxes paid in 2006. The property taxes were further decreased by $1,910 80m $11,858 to
$9,948, based on Staffs recommended revenue. See Schedules CRM-13 and CRM-16.

Operating Margin

Staffs recommended rates and charges would provide an operating income of $59,772
for an operating margin of 21.73 percent. The operating margin is abnormally high in this
instance because the operating margin is driven by the DCS to give the Company sufficient cash
to service its debt and for contingencies. See Schedule CRM-1.

Revenue Requirement

The operating revenue for the Company has not been increased in approximately six
years.

Revenue stability is an important concern because the Company must pay the debt
service on three separate loans. The Company is a non-profit corporation.

Staff recommends total operating revenue of $275,009, an increase of $45,090, over the
Staffs adjusted test year revenue of $229,919. Staffs recommendation provides operating
income of $59,772. The revenue requirement is driven by a DSC of 1.66. See Schedules
CRM-1 and CRM-15.
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Rate Design

Schedule CRM-17 reflects a complete list of the Company's present and proposed rates,
as well as Staff' s recommended rates and charges.

The Company's proposed rates would increase the median usage residential customer bill
by $5.16 from $26.85 to $32.01, or 19.20 percent.

Staffs recommended rates would increase the median usage residential customer bill by
$4.57 Hom $26.85 to $31.42, or 17.00 percent.

The Company currently has a four-tier inverted rate design for all meter sizes. Staff
recommends retaining the four-tier inverted rate design for the 5/8 x 3/4 inch and 3/4 inch meters
and a three-tier inverted rate design for larger sizes meters. Staff concurs with the current tariff
of $10.00 per 1,000 gallons for construction/bulk water.

Staff recommends approval of Staff' s Service Line and Meter Installation Charges.
Staff s recommendation will help ensure that the Company has enough cash to pay for the actual
installation of service for any meter size.

The Company did not propose charges~for fire sprinklers. Staff recommends charges for
fire sprinklers.

The Company proposed increases to service charges as follows (See Schedule CRM-l7):

• Establishment charge firm $40.00 to $48.00.

• Reconnection (delinquent) Hom $40.00 to $48.00.

• After Hours Surcharge from $20.00 to $24.00.

• Meter Test from $30.00 to $36.00.

• Deposit ham $70.00 to $84.00.

• Re-establishment (within 12 months per month) firm $21.00 to $25.00.

• Not Sufficient Funds check form $25.00 to $30.00.

• Meter Re-read (if correct) Hom $10.00 to $12.00.

9 Road Permit Fee from zero percent to 100 percent of Fee Charged.

Staff concurs with all service charge increases.
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Staff Recommendations

Staff recommends :

• Approval of Staffs rates and charges as shown on Schedule CRM-4. In addition to
collection of its regular rates and charges, the Company may collect from its
customers a proportionate share of any privilege, sales or use tax per A.A.C. Rl4-2-
409.D.5.

The Company shall docket with the Commission, a schedule of its approved rates and
charges within 30 days after the Decision in this matter is issued.

• The Company shall use the depreciation rates delineated in paragraph K of Exhibit 6
of the Engineering Report on a going forward basis.

• Approval of the financing in the amount of $19,827, already executed for purchase of
a vehicle.

• Staff recommends that the Company continue to reduce its water loss. Staff further
recommends that the Company monitor the gallons pumped and gallons sold to
determine the actual water loss on an annual basis. The monitoring report should be
docketed as a compliance item in this case within 13 months of the effective date of
the order issued in this proceeding. If the reported water loss for the period is greater
than 10%, the Company shall prepare a report containing a detailed analysis and plan
to reduce water loss to 10% or less. If the Company believes it is not cost effective to
reduce water loss to less than 10%, it should submit a detailed cost benefit analysis to
support its opinion. In no case shall the Company allow water loss to be greater than
15%. The water loss reduction report or the detailed analysis, whichever is
submitted, shall be docketed as a compliance item within 13 months of the effective
date of the order issued in this proceeding. '

• That the Company obtain the Commission's approval for any long-term financing
prior to its execution in the future.
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Yan ell Water Improvement Association
Docket No. W-02255A-07-0-70
Test Year Ended December 31, 2006

Schedule CRM-1

REVENUE REQUIREMENT

LINE
n o . DESCRIPTION

( A )
C O M P A N Y
ORIGINAL

C O S T

(B)
C OM PAN Y

FAIR
VALU E

(C )
ST AF F

ORIGINAL
C OST

(D )
STAFF
FAIR
C OST

1 Adjusted Rate Base $ 573,986 $ 573,986 $ 573,986 $ 573,986

$ 11,891 $ 11,891 $ 14,344 $ 14,344

$ 230,712 $ 230,712 s 229,919 $ 229,919

2 Adjusted Operat ing Income (Loss)

3 T es t Year Operat ing Revenue

4 Current Operating Margin (L2/L3) 5.15% 5.15% 6 . 24% 6. 24%

5 Recommended Operat ing Margin 16.26% 16.26% 22.31 % 22.31%

6 Required Operating Income $ 44,788 $ 44,788 $ 61,344 $ 61,344

7 Proposed/Recommended Operating Revenues Increase $ 44,788 $ 44,788 $ 45, 090 $ 45,090

8 Gross Revenue Conversion Factor 1 .0000 1 .0000 1 .0000 1.0000

$ 44,788 $ 44,788 $ 45, 090 $ 45,090
9 Proposed/Recommended Operat ing Revenues Increase

10 Proposed/Recommneded Annual Revenue $ 275,500 s 275,500 $ 275,009 $ 275,009

References:
Column (A):
Column (B):
C o lum n (C):
Column (C):

Company Schedules (various)
Company Schedules (various)
Staf f Schedules CRM-2,  CRM-5
Staff Schedules CRM-2. CRM-5

3
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Yarnell Water Improvement Association
Docket No. W-02255A-07-0570
Test Year Ended December 31, 2006

Schedule CRM-2

RATE BASE l ORIGINAL COST

(B) (C)
STAFF

AS
ADJUSTED

LINE
no.

(A)
COMPANY

AS
FILED

STAFF
ADJUSTMENTS REF

$ $ $ 1 ,661 .629
1 ,076,098

585,531

1
2
3

Plant in Service
Less: Accumulated Depreciation
Net Plant in Service $

1 ,661 ,629
1 ,076,098

585,531 $ $

LESS.'

4
5
6

Contributions in Aid of Construction (CIAC)
Less: Accumulated Amortization

Net ciAo

$ s s

7 Advances in Aid of Construction (AIAC)

8 Customer Deposits 11,545 11,545

9 Deferred Income Tax Credits

ADD.'

10 Unamortized Finance Charges

11 Deferred Tax Assets

12 Working Capital

13 Original Cost Rate Base $ 573,986 $ $ 573,986

References:
Column (A), Company Schedules (various)
Column (B): Schedule CRM-4
Column (C): Column (A) + Column (B)

al



Yarnell Water Improvement Association
Docket No. W-02255A-07-0_70
Test Year Ended December 31, 2006

Schedule CRM-3

PLANT IN SERVICE

LINE
n o .

ACCT.
n o . DESCRIPTION COMPANY

AS FILED
STAFF

ADJUSTMENTS
STAFF

ADJUSTED

$ 24,471
34,884
23,732
59,612

24,471
34,884
23,732
59,612

1,784 1 ,784

81 ,277
72,507
4,908

151 ,423
866,661

2,976
77,581
61,755

81,277
72,507

4,908
151,423
866,661

2,976
77,581
61,755

33,805
3,041
2,357

21 ,483

33,805
3,041
2,357

21 ,483

5,285 5,285

400 400

301 Organization
302 Franchises
303 Land and Land Rights
304 Structures & Improvements
305 Collecting & Impounding Reservoirs
306 Lakes, Rivers, Other Intakes
307 Wells and Springs `
308 Infiltration Galleries and Tunnels
309 Supply Mains
310 Power Generation Equipment
311 Pumping Equipment
320 Water Treatment Plant

320.1 Solution Chemical Feeders
330 Distribution Reservoirs & Standpipes
331 Transmission & Distribution Mains
333 Services ..» -.
334 Meters
335 Hydrants
336 Backflow Prevention Devices
339 Other Plant & Misc. Equipment
340 Office Furniture & Equipment

340.1 Computers and Software
341 Transportation Equipment
342 Stores Equipment
343 Tools, Ship & Garage Equipment
344 Laboratory Equipment
345 Power Operated Equipment
346 Communication Equipment
347 Miscellaneous Equipment
348 Other Tangible Plant

0  $
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0  $

I

1
2
3
4
5
6
7
8
9

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32 $

30,572
101,115

1,661,629

30,572
101,115

1,661,629

on

-



Yarnell Water Improvement Association
Docket No. W-02255A-07-0570
Test Year Ended December 31, 2006

ACCUMULATED DEPRECIATION

4

4*

Line ACCT DESCRIPTION
No. n o .

1
2
3
4
5
6
7
8
g

10
11
12

13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29

4

301 Organization Cost
302 Franchise Cost
303 Land and Land Rights
304 Structures and Improvements
305 Collecting and Impounding Res.
306 Lake River and Other Intakes
307 Wells and Springs
308 Infiltration Galleries and Tunnels
309 Supply Mains
310 Power Generation Equipment
311 Electric Pumping Equipment
320 Water Treatment Equipment

320.1 Solution Chemical Feeders
330.1 Distribution Reservoirs 8= Standpipe

331 Transmission and Distribution Mains
333 Services
334 Meters
335 Hydrants
336 Backflow Prevention Devices
339 Other Plant and Miscellaneous Equipment
340 Office Furniture and Fixtures
341 Transportation Equipment

340.1 Computers and Software
343 Tools and Work Equipment
344 Laboratory Equipment
345 Power Operated Equipment
346 Communications Equipment
347 Miscellaneous Equipment
348 Other Tangible Plant

Total

Company
Depreciation Accumulated

Rate Depreciation
0% $ -
0% -
0% -

8.33% 44,923
0% 1,784
0% -

3.33%
0%
0%

0.00%
12.50%

3.33%

2.22%
2.00%
3.33%
8.33%
2.0%

6.67%
6.67%
6.67%

20.00%
20.00%
5.00%
0.00%
5.00%

10.00%
10.00%
10.00%

$

12,877
101,115

1,076,098

68,749
72,507

4,9o8
92,131

546,042
2,976

66,388
27,574

27,196
2,588
2,148

884
1,269

40

Staff
Adjustments

Schedule CRM-4

Staff
Adjusted

$

12,877
101,115

$ 1,076,098

68,749
72,507

4,908
92,131

546,043
2,976

66,388
27,573

44,923
1 ,784

27,196
2,588
2,148

884
1 ,269

Q

Nb

Q

40



.r

Yarely Water Improvement Association
Docket No. W~02255A-07-0570
Test Year Ended December 31, 2006

SUMMARY O F  O RI G I NAL  co sT  RAT E BASE ADJUST MENT S

LINE
no.

4

1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
LB
19
2 0
2 1
22
pa
2 4
2 5
26
2 7
28
29
t o
31
32
3 3  A d d :
34
3 5
36
3 7  L e s s :
3 8
39
4 0
41 Total Plant in Service
4 2 Less: Accumulated Depreciation
4 3
4 4  N e t Plant in Service (L59 - L BO)
45
46 LESS:
47 Contributions in Aid of Construction (CIAC)
48 Less: Accumulated Amortization
49 Net CIAC (L25 .  L26)
50 Advances in Aid of Construction (AIAC)
51 Customer Meter Deposits
5 2 Deferred Income Tax Credits
53
54 ADD."
5 5 Unamortized Finance Charges
56 Deferred Tax Assets
57 Wo rki n g  Cap i ta l

58
59 Orig inal  Cost Rat e  B as e

P LA NT IN  S E RV ICE :

A CCT .
n o .

301
302
303
304
305
306
307
308
309
310
311
320
320
330
331
333
334
335
336
339
340
340
341
342
343
344
345
346
347
348

Org anizat ion
Franchises
Land and  Land Rights
St ructures & Improvements
Collect ing  & impound ing  Reservoirs
Lakes,  Rivers,  Other Intakes
Wells  and  Spr ings
Inf ilt rat ion Galleries and Tunnels
Supply Mains
Power Generat ion Equipment
Pumping  Eq uipment
Water  T reatment  Plant
elut ion Chemical Feeders
Dist r ibut ion Reservoirs & Standpipes
Transmission & Dist r ibut ion Mains
Services
Met ers
Hyd rants -
Backliow Prevent ion Devices
Other Plant  & Misc.  Equipment
Off ice Furniture & Equipment
Computers and  Sof tware
Transportat ion Equipment
Stores Equipment
Tools,  Ship 8- Garage Equipment
Laboratory Equipment
Power Operated  Equipment
Communicat ion Equipment
Miscellaneous Equipment
Other Tang ible Plant

DESCRIPT IO N

s

in

$

$

$

$

CO M P ANY
AS F ILED

[ A l

30.572
101,115

1 ,661,629

1 .651 ,629
1 ,076,098

81, 277
12, 507

4,908
151,423
866,661

2,976
n . 5 8 1
61, 755

585.531

573,986 $

24,471
34.884
23,732
59,612

33, 805
3.041
2,357

21,483

11 , s 4s

1 ,784

5. 285

t o o

S T A F F
ADJUST MENT S

$

[B]

Schedule CRM - 5

$

s

$

$

$

STAFF
ADJUST ED

[C]

30, 572
101, 115

1,661,6 2 9

1 ,661 ,629
1 ,076,098

81,277
12 , 501

4,908
151, 423
856,661

2, 976
11, 581
61, 755

585,531

573, 985

24,471
34, 884
23, 732
59,612

33, 805
3,041
2, 357

21 ,483

11, 545

1. 7a4

s , 2as

4 0 0

References :
Column (A),  Company Schedules (var ious)
Column (B) :  Schedule CRM-4
Column (C):  Column (A) + Column (B)
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Yan ell Water Improvement Association
Docket NO. W-02255A-07~0570
Test Year Ended December 31,2006

Schedule CRM-6

OPERATING INCOME STATEMENT . ADJUSTED TEST YEAR AND STAFF RECOMMENDED

[Bl [D] [E]

LINE
n o . DESCRIPTION

[A]
COMPANY
ADJUSTED
TEST YEAR

AS FILED

STAFF
TEST YEAR ADJ.

ADJUSTMENTS NUMBER

[C]
STAFF

TEST YEAR
AS

ADJUSTED

STAFF
PROPOSED
CHANGES

STAFF
RECOMMENDED

$ 227,919 s $ 227,919 $ 4s,090 s 213,009

1 2,000
275,009

1

2
3
4
5

REVENUES:

Metered Water Sales
Water Sales - Unmetered
Other Operating Revenue
Total Operating Revenues s

2.793
230,712 s

(793)
(793) $

2,0oo
229,919 $ 45.090 $

OPERATING EXPENSES:
s 107,578s 107,578 s s 107,518 $

9,058 9,058 9,058

(678) 2
3

12,097
15.172
4,773
4.290
1,4oo
2.499

12,774

(287) 4

11,419
16.172

4,773
4,003
1,400
2,499

12,774

11,419
16.172
4,773
4.003
1,4oo
2,499

12,714

372
33,669 5

372
aa,se9

372
aa,se9

Salaries and Wages
Purchased Water
Purchased Power
Chemicals
Repairs and Maintenance
Office Supplies and Expense
Outside Services
Water Testing
Rents
Transportation Expenses
Insurance - General Liability
Insurance . Health and Life
Regulatory Commsiion Expense - Rate Case
Miscellaneous Expense
Depreciation Expense
Taxes Other Than Income
Property Taxes
Income Tax

14,139 (2,281) s 11,858 (1.910) 9.948

6
7
8
g
10
11
12
13
14
15
is
17
18
19
20
21
22
23
ze
27
28

Total Operating Expenses
Operating Income (Loss)

s
s

21B,821
11,891

s
's

(3,246)
2.453

s
__s

215.575
14,344

s
$

(1,910)
47,000

s
s

213.665
61,344

References:
Column (A):
Column (B);
Column (c):
Column (D):
Column (E):

Company Schedule C-1
Schedule CRM-6
Column (A) + Column (B)
Schedules CRM-1
Column (C) + Column (D)

r
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LINE
no. DESCRIPTION

COMPANY
AS FILED

STAFF
ADJUSTMENTS

STAFF
AS ADJUSTED

Yarnell Water Improvement Association
Docket No. W-02255A-07-0570
Test Year Ended December 31, 2006

Schedule CRM~8

OPERATING INCOME ADJUSTMENT # 1 - OTHER WATER REVENUES

[A] [B] [C]

1 Other Water Revenue $ 2,793 $ (793) $ 2,000

$ 2,793
2,000

793

2
3
4

Company's test year
Staff's recommended
Decrease $

References:
Column A: Company Schedule C-1
Column B: Staff Report CRM
Column C: Column [A] + Column [B]

r



LINE
no. DESCRIPTION

COMPANY
AS FILED

STAFF
ADJUSTMENTS

STAFF
AS ADJUSTED

Yan ell Water Improvement Association
Docket No. W~02255A-07-0570
Test Year Ended December 31, 2006

OPERATING INCOME ADJUSTMENT no. z . OFFICE SUPPLIES EXPENSE

[Al [B]

Schedule CRM-9

[C]

1 Office Supplies Expense $ 16,172 $ (152) $ 16,020

$
2
3
4
5

Staff's Calculation of Office Supplies Expense
Staff recommendedOffice Supplies Expense
Company test yearOffice Supplies Expense
Decrease in Office Supplies Expense $

16,020
16,172

(152)

References:
Column A: Company Schedule C-1
Column B: Staff Report CRM -
Column C: Column [A] + Column [B]



LINE
no. DESCRIPTION

COMPANY
AS FILED

STAFF
ADJUSTMENTS

STAFF
AS ADJUSTED

I
In

o

Yarnell Water Improvement Association
Docket No. W-02255A-07-0570
Test Year Ended December 31, 2006

Schedule CRM-10

OPERATING INCOME ADJUSTMENT # 3 - WATER TESTING EXPENSE

[A] [C]

1 Water Testing Expense $ 4,290 $ 287 $ 4,003

$
2
3
4
5

Staff's calculation of Water Testing Expense
Staff recommended Water Testing expense
Company test year Water Testing expense
Decrease in Water Testing expense going forward $

4,003
4,290
(287)

[B]

References:
Column A: Company Schedule C-1
Column B: Staff Report CRM
Column C: Column [A] + Column [B]

1.



LINE
no. IDESCRIPTION

COMPANY
AS FILED

STAFF
ADJUSTMENTS

STAFF
AS ADJUSTED

I
i i

Yarely Water Improvement Association
Docket No. W-02255A-07-0570
Test Year Ended December 31, 2006

Schedule CRM-11

OPERATING INCOME ADJUSTMENT #4 . REPAIRS AND MAINTENANCE EXPENSE

rAn [81 [CT

1 Miscellaneous expense $ 12,097 $ (678)  $ 12,775

$
2
3
4
5

Staff's Calculation of Repairs and Mai ft.
Staff recommended Repairs and Mains. Expense
Company test year Repairs and Mains. Expense
Decrease in Repairs and Mains Expense $

11,419
12,097

(678)

References:
Column A: Company Schedule C-1
Column B: Staff Report CRM
Column C: Column [A] + Column [B]

\

r



LINE
no. DESCRIPTION

COMPANY
AS FILED

STAFF
ADJUSTMENTS

STAFF
AS ADJUSTED

9 \

Q

a

Yarely Water Improvement Association
Docket No. W-02255A-07-0570
Test Year Ended December 31, 2006

Schedule CRM-12

OPERATING INCOME ADJUSTMENT # 5 - DEPRECIATION EXPENSE

[Al IB] [Cl

1 Depreeiation Expense $ 33,669 $ 1,724 $ 35,393

2
3 $ 35,393

33,669
1 ,7244

Staff's calculation of Depreciation Expense
Staff recommended depreciation expense
Company test year depreciation expense
Increase in depreciation expense going forward $

References:
Column A: Company Schedule C-1
Column B: Staff Report CRM
Column C: Column [A] + Column [B]



LINE
no. DESCRIPTION

COMPANY
AS FILED

STAFF
ADJUSTMENTS

STAFF
AS ADJUSTED

a

Yan ell Water Improvement Association
Docket No. W-02255A-07-0570
Test Year Ended December 31, 2006

Schedule CRM-13

OPERATING INCCME ADJUSTMENT # 6 -TEST YEAR PROPERTY TAXES ADJUSTMENT

[A] [B] [C]

$ 14,139 $ (2,281) $ 11,858

1 Test Year Property Taxes

$
2
3
4
5

Staff's Calculation of Test Year Property Taxes
Staff recommended Test Year Property Taxes
Company Test Year Property Taxes
Decrease in Test Year Property Taxes $

11,858
14,139
(2,281)

References
Company Schedule C-1

Column (B): Staff Report CRM
Col. [C]: Col. [A] - Col. [B]



n

Schedule CRM-14
Yarnell Water Improvement Assn.
Docket No.W-02255A-07-0570
Test Year Ended December 31, 2006 LOAN SCHEDULE

Loan # 1 Loan # 2 Loan #3 Total

$
20
$

$

5/25/1974
USDA-FHA
Utility Plant

$ 769,000
n/a

270,691
6/25/2014

5%
'i 4,787
30,799
45,586 $

4/25/1974
USDA-FRA

Hydrants
100,000

la
35,051

4/25/2015
5%

1 ,921
4,063
5,984

$
$
$

19,091
38,399
57,490

Date Issued
Source of Loan
Reason for Loan
Dollar amount Issue
Net Proceeds
Amount Outstanding
Date of Maturity
Interest Rate
Current Year Interest
Current Year Principal
Total
Authority Granted by
ACC Decision No. 44157 44990

5/12/2006
Ford Credit

06 Ford pick-up Truck
19,827

n/a
$18,059

5/26/2011
10.002%

2,383
3,537

$ 5,920
not authorized by ACC at

time of purchase

References
Company Schedule Page 13

Schedule CRM-5
Column (B): Staff Report CRM
Col. [C]: Col. [A] - Col. [B]



¢

Yarnell Water Improvement Association
Docket No. w-02255A-07-0570
Test Year Ended December 31, 2006

Schedule CRM-15

Line No. TIER AND DSC SCHEDULE

1 Operating Income
Depreciation & Amort.
Income Tax Expense

$
$

59,772
35,393

0

Interest Expense
Repayment of Principal

$
$

19,091
38,399

3.13

2
3
4
5
6
7
8
g

10
11
12

TIER
[1+3] + [5]

IDSC
[1 +2+3] + [5+6] 1 .66

References
Column (B): Staff Report CRM
Col. [C]: Col. [A] - Col. [B]

L r



LINE
no. Prone Tax Calculation

COMPANY
AS FILED

STAFF
ADJUSTMENT

STAFF
AS ADJUSTED

Yarely Water Improvement Association
Docket No. W-02255A-07-0-70
Test Year Ended December 31, 2006

Schedule CRM-16

OPERATING INCOME ADJUSTMENT #6 - PROPERTY TAXES

rAn [B] (C)

1 Property Taxes $ 13,026 $ (1,910) $ 11,116

$ 229,919
2

459,838
275,009
734,847

3
244,949

2
489,898

2
3
4
5
6
7
8
9
10
11
12
13
14
15
16

Staff's Calculation of Prooertv Taxes to Reflect Recommended Revenues:
Staff Adjusted Test Year Revenues - 2006
Weight Factor
Subtotal (Line 1 * Line 2) `
Staff Recommended Revenue, Per Schedule JMM-1
Subtotal (Line 4 + Line 5)
Number of Years
Three Year Average (Line 5/Line 6)
Department of Revenue Mutilplier
Revenue Base Value (Line 7 " Line 8)
Plus: 10% of CWlP
Less: Net Book Value of Licensed Vehicles
Full Cash Value (Line 9 + Line 10 - Line 11)
Assessment Ratio
Assessment Value (Line 12 * Line 13)
Com polite Property Tax Rate (Per Company Schedule C-2, Page 3, Line 16)

19,333
470,565
23.50%

110,583
8.9963%

17
18

Staff Proposed Property Tax Expense (Line 14 * Line 15)_
Company Proposed Property Tax

s. $ 9,948
11,858

19 Increase/(Decrease) to Property Tax Expense $ (1,910)

References:
Column A: Company Schedule C-1

Column C: Column [A] + Column [B]



Staff
Recommended

Rates

Company
Proposed

Rates
resent
Rates

\.

g

Yan ell Water \improvement Association
Jockey No. W-02255A-07-0570
Test Year Ended December 31 , 2006

Schedule CRM-17
Page 1 of 3

RATE DESIGN

Monthly Usage Charge

5/8 x 3/4' Meter
3/4' Meter
1" Meter

1%' Meter
2 ' Meter
3' Meter
4' Meter
s' Meter

$ 21 .00
21 .00
35.00
70.00

112.00
210.00
350.00

70.00

$ 25.00
25.00
42.00
84.00

134.00
251 .00
418.00
836.00

$ 23.00
35.00
42.00
84.00

140.00
368.00
575.00

1,150.00

Gallons included in Minimum 0 0 0

Commodity Rates
All meter sizes
Per 1,000 gallons in excess of gallons in .monthlyminimum

5I8x314 Inch Meter
Tier 1 zero gallon to 5,000 gallons
Tier 2 5,001 gallons to 10,000 gallons
'Her 3 10,001 gallons to 50,000 gallons
Tier 4 All gallons over 50,000 gallons

2.50
3.50
4.75
6.00

3.00
4.20
5.70
7.20

n/a
n/a
la
la

l̀1er 1 zero gallon to 3,000 gallons
Tier 23,001 gallons to 7,000 gallons
1'ler 3 7,001 gallons lo 50,000 gallons
`l1er 4 All gallons ova 50,000 gallons

n/a
n/a
la

la
la
la

3.60
4.10
5,75
1.00

3/4 Inch Meter
`I1e4' 1 zero gallon to 5,000 gallons
118* 2 5.001 gallons lo 10,000 gallons
War 3 10,001 gallons to 50,000 gallons
Tier 4 All gallons over 50,000 gallons

2.50
3.50
4.75
6.00

3.00
4.20
5.10
7.20

la
la
la
la

Tia 1 zero gallon to 3,000 gallons
Tie: 2 3,001 gallons to 7,000 gallons
119 3 1,001 gallons lo 50,000 gallons
`l1er 4 All gallons over 50,000 gallons

n/a
n/a

la

n/a
n/a
la

3.60
4.10
5.75
1.00

1 Inch meter
'Her 1 zero gallon to 5,ooo gallons
Tia 2 5,001 gallons to 10,000 gallons
Tier 3 10,001 gallons to 50,000 gallons
119 4 All gallons over 50,000 gallons

2.50
3.50
4.15
6.00

3.00
4.20
5.70
7.20

la
l a
l a
la

`l1er 1 zero gallon to 25,000 gallons
Tier 2 25,001 gallons to 50,000 gallons
Tia 3 all gallons over 50,000 gallons

la
la

la
l a

4.10
5.75
7.00

1 .5 Inch mater
Tier 1 zero gallon t05,000 gallons
Tia 2 5,001 gallons to 10,000 gallons
Tia3 10,001 gallons to 50,000 gallons
1194 All gallons over 50,000 gallons

2.50
3.50
4.75
6.00

3.00
4.20
5.70
1.20

n/a
n/a
la
la

Tia 1 zoo gallon to 25.000 gallons
Tier 2 25,001 gallons to 50,000 gallons
Tia' 3 all gallons offer 50,000 gallons

la
Ida

n/a
n/a

4.10
5.75
1.00

2 Inch meter
Tier 1 zero gallon to 5,000 gallons
119' 2 5,001 gallons lo 10,000 gallons
Tia 3 10,001 gallons lo 50,000 gallons
`l1er 4 All gallons ova' 50,000 gallons

2.50
3.50
4.75
6.00

3.00
4.20
5.70
1.20

n/a
n/a
l a

n/a

Tier 1 zero gallon to 25.000 gallons
Tier 2 25.001 gallons lo s0.000 gallons
Tm 3 all gallons over 50,000 gallons

n/a
n/a

la
la

4.10
5.75
7.00

r



COMPANY PROPOSED STAFF RECOMMENDED

Service
Line Charge

Meter
lnstailation . l l

Total
used I

Service
Line Cha e

Meter
Installation

Total
Recommended

s 520 .00
600.00
690.00
935.00

1 ,525.00
n/a

2,080.00
l a

3.175.00
n/a

5,680.00
n/a

la
la
la
la
la
la
la
la

n/a
n/a
la
la

la
la
la
la

n/a
la
la

Na
la
la
la
la

s 546.00
600.00
725.00
982.00

1.601 .00
la

2, 1 a4.00
n/a

3,334.00
la

5,964.00
la

$
s
$
$
s

s

s

S

445.00
445.00
495.00
550.00
830.00
la

1,045.00
la

1 ,490.00
la

2,210.00
la

s
s
$
$
s

s

s

$

105.00
175.00
235.00
445.00
965.00

la
1 ,590.00
la
2,510.00
l a
4,865.00
l a

s
$
$
$
s

$

s

s

550.00
620.00
730.00
995.00

1,795.00
n/a

2,635.00
n/a

4,000.00
la

7,075.00
la

staff
Recommended
s 48 .00

48.00
24 .00
36 .00
84 .00
6.00%

30.00

12.00

1 I/u GK fee cho

Company
Proposed

s 48 .00
48.00
24 .of
36 .00
a4.00
5.00%
25 .00
30 .00

12.00
1.50%

% dose cho

Company
Presawi

s 40 .00
40 .00
20 .00
30 .00
70 .00
5.00%
21 .00
25 .00

10,00
1.50%

\|

1

Yarnell WaterImprovementAssn,
JockeyNo. W»02455A-07-0570
rest Year Ended December 31 , 2006

Schedule CRM-17
Page 2 of 3

3 Inchmeter
Tier 1 zero gallon to 5,000 gallons
Tier 2 5,001 gallons to 10,000 gallons
Tier 3 10,001 gallons to 50,000 gallons
Tier 4 All gallons over 50,000 gallons

2.50
3.50
4.75
6.00

3.00
4.20
5.70
7.20

la
la
la
la

Tier 1 zero gallon lo 25.000 gallons
Tier 2 25,001 gallons to 50,000 gallons
Tier 3 all gallons over 50,000 gallons

la
la

l a
la

4.10
5.75
1.00

4 Inch Meter
Tia' 1 zero gallon to 5,000 gallons
Tler2 5,001 gallons lo 10,000 gallons
'Tier 3 10,001 gallons to 50,000 gallons
Tier 4 All gallons over 50,000 gallons

2.50
3.50
4.75
6,00

3.00
4.20
5.10
7.20

n/a
la

n/a
la

Tier 1 zero gallon to 25,000 gallons
Tier 2 25,001 gallons to 50,000 gallons
Tier 3 all gallons over 50,000 gallons

n/a
n/a

n/a
Mia

3.60
5.75
7.00
5.15la l a

s Inch Meter
Tier 1 zero gallon to 5,000 gallons
Tier 2 5,001 gallons to 10,000 gallons
Tiers 10,001 gallons to 50,000 gallons
`I1er4 All gallons over 50,000 gallons

250
35o
4.75
6.00

3.00
4.20
5.10
7.20

n/a
n/a
n/a
n/a

'Na 1 zero gallon to 25.000 gallons
Tier 2 25,001 gallons to 50,000 gallons

l a
la

la
l a 4.10

5.75
7.00la la

ConslructionIBulk, per 1,000 gallons - all gallons. $10.00 10.00 10.00

Sewlce Line and Meter Installation Charges |

Present
5/8" x 314' mere
3/4' Meter
1' Meter
kw Meta
2' Turbine Meter
2' Compound Meter
3' Turbine Meter
3' Compound Meter
4" Turbine Meta
4' Compound Meter
6' Turbine Meter
e' Compound Meta'

Sewtca Charges
Establishment
Recmnedion (Delinquent)
After Hours Surcharge

Meter Tat
Dep05it
Deposit Interest (2)
Re-Establishment (within 12 Maths)
NSF cheat
Deferred Payment
Meter Re-Read
Late Fee
Road Permit Fee 104

I

pad 11 Ba



Present Proposed iecummende
n/a
n/a
n/a
l a
la

n/a
la

n/a
n/a
n/a

*nm*

19-

*wi9

nx

u

_Q

Yan ell Water Improvement Assn.
Docket no. W-02455A-07-0570
Test Year Ended December 31, 2006

Schedu le  C R M - 17
Page 3 of  3

F i re  Sp a rkle rs

1

4 inch or  Smal ler
6  inch
B  inch
10 inch
Larger  t han 10 inch

C o mp a n y  P ro p o s e d
1 Pe r  Ru le  De p o s i t  (R -14-2-403.B)
2 Pe r  Ru le  De pos i t Interest  (R-14-2-4D3.B.3)
3 P er  R ule R eest ab l ishment  ( 14- 2- 403. D _1)

S ta f f  Re c o mme n d e d
1 '  P er  r u le  R 14- 2- 403. 8
2  ° '  M on t hs of f  system time the minimum (R-14-2-403.D)
3 * 1.5 percent of  the unpaid balance per month.
4 " " " '  100 per cent  o f  mont h ly min imum f or  a  compar able Sized Meter Connection.

but no  less than $5.00 per  mont h,  The Service Charge f or  F ir e Spr ink ler s
is only appl icable f or service lines separate and distinct f r om the pr imary
water  serWoe l ine.

L r



Yarnell Water Improvement Association, Inc.
Docket No. W-02255A-07-0570
Test Year Ended December 31, 2006

Gallons
Consumption

Average Usage

Company Proposed

Med

staff

Median Usage

0
1 ,000
2,000
3,000
4,000
5,000
6,000
7,000
8,000
9,000

10,000
15,000
20,000
25,000
50,000
75,000

100,000
125,000
150,000
175,000
200,000

Average Number of Customers: 519

ed

General Service 5/8 X 3/4 - Inch Meter

Present & Proposed Rates (Without Taxes)
General Service 5/8 X 8/4 - Inch Meter

TYPICAL BILL ANALYSIS

$21 .00
23.50
26.00
28.50
31 .00
33.50
37.00
40.50
44.00
47.50
51 .00
74.75
98.50

122.25
241 .00
391.00
541 .00
591 .00
841 .00
991 .00

1,141 .00

Present
Rates

Gallons

2 338

4 447I

44

Company
Proposed

Rates

$25.00
28.00
31 .00
34.00
37.00
40.00
44.20
48.40
52.60
56.80
61.00
89.50

118.00
146.50
289.00
469.00
649.00
829.00

1 ,009.00
1,189.00
1 ,369.00

$32

Present
Rates

$26.85

$32.12

Z

Increase

Proposed
' Rates

$32.01

$38.34

19.0%
19.1%
19.2%
19.3%
19.4%
19.4%
19.5°/

42

o

81

Increase

297

87245

42

96

$6.22

$5.16

Dollar

Schedule CRM-18

to

be

20

ed

G

04

%
increase

Percent
Increase

23

9.5%
13.2%
16.2%
18.5%
22.3%
25.4%
24.6%
24.0%
27.2%
29.9%
32.3%
28.7%
26.9%
25.7%
23.4%
12.8%
8. 1 %
5.5%
3.7%
2.5%
1 .7%

19.2%

19.4%
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Engineering Report
Yarnell Water Improvement
Association
By Dorothy Hairs, P. E.
DocketNo. W-02255A-07-0570
(Rates)

June 23, 2008

I

EXECUTIVE SUMMARY

Recommendations:

Staff recommends that Yarnell Water knprovement Association ("the Company") use
depreciation rates by individual National Association of Regulatory Utility
Commissioners ("NARUC") category, as delineated in Exhibit 6, in the future. (See pK
and. Exhibit 6 for a discussion and a tabulation of the recommended rates.)

Staff recommends approval of the-meter and service line installation charges listed in the
right-hand columns of Table 8. (See §L of report for discussion and details.)

Water testing expenses are based, upon participation in the Arizona Department of
Environmental Quality ("ADEQ") Monitoring Assistance Program. Annual testing
expenses should be adjusted to $4,003. (See kJ and Tables 7 for discussion and details.)

Staff recommends that the Company continue to reduce its water loss. Staff further
recommends that the Company monitor the gallons pumped and gallons sold to determine
the actual water loss on an amlual basis. The monitoring report should be submitted as a
compliance item within 13 months of the effective date of the order issued in this docket.
If the reported water loss for the period is greater than 10%, the Company shall prepare a
report containing a detailed analysis and plan to reduce water loss to 10% or less. If the
Company believes it is not cost effective to reduce water loss to less than 10%, it should
submit a detailed cost benefit analysis to support its opinion. In no case shall the
Company allow Water loss to be greater Man 15%. The water loss reduction report or the
detailed analysis, whichever is submitted, shall be docketed as a compliance item within
13 months of the effective date of the order issued in this proceeding. (See §E for
discussion and details.)

2.

3.

4.

1.

5. The Company's system is gravity fed, therefore, the standby generator installation is
advisable, but not urgent. Staff believes that the Company's estimated cost for the
generator is reasonable. No "used and useful" determination of the proposed plant in



service was made, and no conclusions should be inferred for rate making or rate base
purposes. (See aL of report for discussion and details.)

Conclusions:

A check of the Compliance Section database indicated that the Company had no
delinquencies.

The Company is in compliance with ADEQ water quality standards and is delivering
water that meets water quality standards required by Arizona Administrative Code, Title
18, Chapter 4. (See kG of report for discussion and details.)

Staff believes die Telemetry System Replacement Project is needed and estimated cost is
reasonable. No "used and useful" determination of the proposed plant in service was
made, and no conclusions should be inferred for rate making or rate base purposes. (See
aL of report for discussion and details.)

Staff believes that the fire hydrant replacement is needed and estimated cost is
reasonable. No "used and useful" determination of the proposed plant in service was
made, and no conclusions should be inferred for rate malting or rate base purposes.
(See aL of report for discussion and details.) .. -

2.

1.

3.

4.

5. Yarnell is not located in an Active~ Management Area ("AMA") and ADWR has
determined that Yan ell Water Improvement Association is currently in compliance with
departmental requirements governing water providers and/or community water systems.
(See oH of report for discussion and details.)
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ADWR No.i
i

Pump
(HP)

Yield
(GPM)

Casing
Size (in
inches)

Casing
Depth (in

ft)

(Meter
Size

inches)

Year
drilled

.i

55-616736
5 230 l80' deep none 1974

55-616737

I

i
I

I

7 240 4 " 30' deep
none

1974

L

TOTAL: 470

ENGINEERING REPORT
YARNELL WATER IMPROVEMENT ASSOCIATION

DOCKET no. W-02255A.07-0570 (RATES)

A. PURPOSE OF REPORT

This report was prepared in response to the application of Yarnell Water Improvement
Association ("Yamell" or "Company") before the Arizona Corporation Commission ("ACC" or
"the Commission") for a rate increase. An inspection and evaluation of the Company's water
system was conducted by Dorothy Hains, Water Engineer, accompanied by Mr. Stacy Zudell, the
Company's Operator, on April 2, 2008.

B. LOCATION OF SYSTEM

The Company is located near the Town of Congress, 30 miles southwest of the City of Prescott
in Yavapai County. Attached Exhibits 1 and 2 detail the location of the service area in relation
to other Commission-regulated companies in Yavapai County and in the immediate area. The
Company serves an area approximately five square miles in size that includes a portion of
Sections 12, 14 and 15, of Township 10 North, Range 5 West, and Sections l, 2, 10 and ll of
Township 10 North, Range 5 West.

c.

1.

DESCRIPTION OF SYSTEM

System Description
4.

The Company owns and operates a water system that consists of two wells, three storage tanks,
seven pressure relief valves and a distribution system. The wells are adjacent to one another and
located on the same lot. The Company served approximately 524 metered customers during the
test year, the majority of which are residential. Exhibit 3 is a schematic drawing of the water
system. A detailed listing of the Company's water system facilities are as follows :

Table 1 Well Data

i

i

r



Capacity
(Gallons)

n

40,000

V Quantity Location

1
Well site (Parcel #202-4-3/ Sec 24, Township

11 North, Range 5 West in Peoples Valley)

250,000

I
i Total: 540,000 gallons

2 I
Tank site (Parcel # 203-7-37/ Sec 11,

Township 10 North, Range 5 West in Yarnell)
II

Diameter (inches) Material Length (feet)
4 pol incl chloride ("PVC") 5,680

6 P VC 62,920
8 concrete 18,480

Size (inches) • quantity
.4- -

5/8 x 3/4 597
% n/a
1 9

1% 1

2 2
Total 609

Yan ell Water Improvement Association
Docket No. W-02255A-07-0570
Page 2

Table 2 Storage Tank

Table 3 Distribution Mains

Table 4 Meters

11. System Analysis

The Company currently serves 524 metered customers. Staff concludes that the system has
adequate production and storage capacities to provide service to the existing customers.

E. WATER USAGE

r

Table 5 summarizes water usage in the Company's CC&N area. Exhibit 4 is a graph that shows
water consumption data in gallons per day per connection for the system during the test year.



Month1
I

I

I
l

Number of
Customers

Water Sold
(gallons)

Fire
Department

usage
(gallons)

Water pumped
(gallons)

l
Daily Average

(gal/day/custome

I)

Water
purchased
(gallons)

i Jan 06 525 1,774,100 1,800 2,222,600 0 109
i
I Feb 06 523 1,430,600 40,300 1,769,700 0 98

Mar 06 523 1,729,200 20,400 2,084,100 0 i107

' Apr 06 527 1,578,400 13,200 1,899,800 0 100
| May 06 535 2,609,200 15,300 3,050,600 0 157
I
Jun 06 529 3,444,200 81,800 4,184,000 0 217 5

Jul 06 532 2,906,200 25,000 3,599,300 0 176
146I

| Aug 06 529 2,398,300 55,600 3,082,000 0
lI Sep 06 531 2,323,500 100,000 2,661,000 0 146

119Oct 06 531 1,958,500 350,000 2,521,000 0
I Nov 06 527 1,952,300 20,600 2,272,000 0 123

100I
Dec 06 524 1,625,000 65,000 1,935,000 0

i Total 25,729,500 789,000 31,281,100

Average 133 ..J

146
146
119
123

I

Yan ell Water Improvement Association
Docket No. W-02255A-07-0570
Page 3

Table 5 Water Usage

1. Water Sold 4.

Based on information provided by the Company, during the test year the Company experienced
an overall daily average use of 133 gallons per day ("GPD") per customer, a high use of 217
GPD per customer, and a low use of less than 98 GPD per customer. The highest total monthly
use occurred in June, when a total of 3,444,200 gallons were sold to 529 customers. The lowest
total monthly use occurred in February, when 1,430,600 gallons were sold to 523 customers.

11. Non-account Water

Non-account water should be 10% or less and never more than 15%. It is important to be able to
reconcile the difference between the water sold and the water produced by the source. A water
balance will allow a water company to identify water and revenue losses due to leakage, theft,
and flushing.

The Company reported 25,729,500 gallons of water sold, 789,000 gallons water used by the local
fire department (at no charge), and 31,281,100 gallons pumped during the test year. The
calculated water loss in Yarnell system was 15%, which exceeds Staffs recommended 10%
allowable limit.



year Nos. of Customers
1999 517 Reported
200 510 Reported
2001 525 Reported
2002 508 'oR outed

2003 519 Reported

2004 521 Reported

2005 528 •R outed

2006 528 Reported

2007 524 Estimated

2008 526 Estimated

2009 528 Estimated

2010 530 Estimated

2011 532 Estimated

2012 534 Estimated

9

Yan ell Water Improvement Association
Docket No. W-02255A-07-0570
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Starting in early 2006, the Company began to replace service meters and fire hydrantsl.
Although the Company has not submitted its water loss reduction plan to the Commission, it
appears that the Company's meter and fire hydrant ("FH") replacement has been helpful in
reducing water loss. The water loss has been reduced from approximately 22.8% (in 2005) to the
l5% level (in test year)2 Staff recommends that the Company continues to reduce its water
loss. Staff further recommends that the Company monitor the gallons pumped and gallons sold
to determine the actual water loss on an annual basis. The monitoring report should be docketed
as a compliance item within 13 months of the effective date of the order issued in this docket. If
the reported water loss for the period is still greater than 10%, the Company shall prepare a
report' containing a detailed analysis and plan to reduce water loss to 10% or less. If the
Company believes it is not cost effective to reduce water loss to less than 10%, it should submit a
detailed cost benefit analysis to support its opinion. In no case shall the Company allow water
loss to be greater than 15%. The water loss reduction report or the detailed analysis, whichever
is submitted, shall be docketed as a compliance item within 13 months of the effective date of the
order issued in this proceeding.

F. GROWTH PROJECTION

Although the Company states there is almost no growth in its service area, the growth data
indicates that Yarnell is growing but at a slow pace." Based on the service meter data contained
in the Company's annual reports, the number of customers increased from 517 at the end of 1999
to 528 by the end of 2006, which results in aN average growth rate of 2 customers per year for
the period. Based on the linear regression analysis, the Company could serve approximately 534
customers by the end Of 2012. The following table summarizes both actual and prob ected growth
in the Company's existing certificated service area.

Table 6 Actual and Projected Growth

1 Starting in January 2006 ending in February 2008, the Company had replaced 113 meters and 7 fire hydrants.
2 The 22.8% level was determined in connection with the Company's last rate application (see Decision No. 68747).
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G. ARIZONA DEPARTMENT
COMPLIANCE

OF ENVIRONMENTAL QUALITY ("ADEQ")

Staff received a compliance status report from ADEQ dated August 6, 2007, in which ADEQ
stated that the system (ADEQ Public Water System Identification #13-057) has no major
deficiencies. ADEQ has determined that the system is currently delivering water that meets
water quality standards required by Arizona Administrative Code, Title 18, Chapter 4.

H. ARIZONA DEPARTMENT
C OMPLIANCE

OF WATER RESOURCES (MADWRM)

Yarnell is not located in an Active Management Area ("AMA") as designated by ADWR, and
consequently is not subject ~to AMA reporting and conservation rules. Staff received a
compliance status report from ADWR dated June 11, 2008, in which ADWR has determined that
Yarnell Water Improvement Association is currently in compliance with departmental
requirements governing water providers and/or community water systems .

1. ACC COMPLIANCE

A check of the Compliance Section database indicated that Yarnell has no delinquencies (Per
ACC database compliance check dated April 14, 2008).

J. WATER TESTING EXPENSES

Yarnell is subject to mandatory participation in the ADEQ Monitoring Assistance Program
("MAP"). Staff calculated the testing costs based on the following assumptions :

MAP will do baseline testing on everything except copper, lead, bacteria, and
disinfection by-products.

2. ADEQ testing is performed in 3-year compliance cycles. Therefore, monitoring costs are
estimated for a 3-year compliance period and then presented as a pro forma expense on
an annualized basis.

MAP fees were calculated from the ADEQ MAP rules.

A11 monitoring expenses are based on Staffs best knowledge of lab costs and
methodology and one point of entry.

3.

1.

4.

5. The estimated water testing expenses represent a minimum cost based on no "hits" other
than lead and copper, and assume compositing of well samples. If any constituents were
found, then the testing costs would dramatically increase.



I Monitoring
(Tests per 3 years, unless noted.)

I
1
I

Cost per
test

No. of
tests per
test year

NAnnual
Cost

I
Total coliform -. monthly $65 24 I$1,560

8 Inorganics - Priority Pollutants MAP MAP MAP

I Radiochemical -. per 4 years MAP MAP MAP
I

I Phase II and V:

Nitrate - annual $55 MAP !
|MAP

Nitrite .- once per period MAP MAP MAP

| Asbestos - per 9 years MAP MAP
I
i
iMAP

I

IOns, SOCs, & VOCs MAP MAP
I

lMAP
I

i Lead 8; Copper - per 3 years $45 10/3 $150 i
|

. -
D/DBP:

I

i
i

3 TTHM- per 3 years
HAA5 - per 3 years

Sampling & shipping samples

$90
$230

50

1/3
1/3
1/3

$30
$76.67
16.67

. Maximum Residual Disinfection
I Level ("MRDL") $15

24 $360

I MAP Fee 422.19 $1,809.99

Total
i

I| $4,003

9
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Table 7 shows the estimated annual monitoring expense, assuming participation in the MAP
program. Water testing expenses should be adjusted to the annual expense amount of $4,003
shown in Table 7.

Table 7 Water Testing Cost

K. DEPRECIATION RATES

Staff has developed typical and customary depreciation rates within die range of anticipated
equipment life. These rates are presented in Exhibit 6, and should be used to calculate the annual
depreciation expense for the Company in this application. It is recommended that the Company
use depreciation rates by individual National Association of Regulatory Utility Commissioners
("NARUC") category, as delineated in Exhibit 6, in the future.



Meter Size Company
Current Total

Charges

Company
Proposed Total

Charges

Staff
Recommended

Service Line
Charges

Staff
Recommended
Meter Charges

Staff
Recommended j
Total Charges E

§j8 X §4:inc $356 - §546
_ .... _-__

$105 -""3-6 "1
3/4-inch $600 $600 $445 $175 $620

$7301 -inch $690 $725 $495 $235

1-%-inch $935 $982 $550 $445
i
.
I

$995

2-inch (turbo) $1,525 $1,601. $830 $965 $1,795

2-inch
(compound)

N/A N/A N/A N/A N/A I

3-inch (turbo) $2,080 $2,184 $1,045 $1,590 $2,635 .
I

3-inch
(compound)

N/A N/A N/A N/A N/A
I

4-inch (turbo) $3,175 $3,334 $1,490 $2,510 $4,000

4-inch
(compound)

N/A N/A N/A N/A N/A

5-inch N/A N/A N/A N/A N/A i
l

6" (turbo) $5,680 $5,964 $2,210 $4,865 $7,075

6-inch
(compound)

N/A N/A N/A N/A N/A

9
: l

1
1

Yarnell Water Improvement Association
Docket No. W-02255A-07-0570
Page 7

L .

1.

OTHER ISSUES

Service Line and Meter Installation Charges

Staff recommends approval of separate meter and service line installation charges as shown
under the Staff Recommended columns in Table 8. Since the Company may at times install
meters on existing service lines, it would be appropriate for some customers to only be charged
for the meter installation. Therefore, separate service line and meter charges have been
developed by Staff. Staffs recommended charges listed in the table below should be adopted.
Staff contacted the Company regarding this recommendation and the Company was receptive to
Staffs proposal. The Company agrees with Staffs recommended service line and meter
installation charges and total charges.

Table 8 Service Line and Meter Installation Charges

N



4

t
m

Yan ell Water Improvement Association
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Page 8

11. Curtailment Tariff

Since July 6, 2004, the Company has had an approved curtailment tariff on file with the
Commission.

111. Cross Connection or Backflow Tariff

The Company has an approved backflow prevention tariff on file with the Commission.

Iv. Engineering Comments Regarding the Company's Proposed Post Test Year
Adjustments

(1) Telemetry System ReplaceMent
The existing Telemetry System is outdated technology and spare parts are manufacturer
discontinued according to the Company. The Company is planning to replace the existing
telemetry system. The Company estimates that the cost of upgrading the existing telemetry
system is $69,740. (This estimate includes $57,120 for materials and $12,620 for labor). Staff
believes the Telemetry System Replacement Project is needed and the estimated cost is
reasonable. No "used and useful" determination of the proposed plant in service was made, and
no conclusions should be inferred for rate making or rate base purposes.

(2) Fire Hydrant ("FH") Replacement
The Company plans to replace a total of seventy (70) aged FH (as part of the Company's water
loss reduction program). The Company proposes to replace six FH per year and the estimated
cost is approximately $1,463.73 per FH. It appears the replacement of service meters and FHS
has reduced the Company's level of non-account water. Staff recommends that the Company
continue its FH replacement program.

(3) On-Site Generator
According to the Company, ADEQ has recommended that the Company install an on-site
emergency generator. The Company proposes to install a 100 KW standby generator at an
estimated cost of $23,88l3. According to the Company, there were six power outages in the
Yarnell area during 2007. Because Yamell's system is gravity fed, Staff believes the standby
generator installation is advisable but not urgent. Therefore, Staff recommends that the
Company install an on-site generator when it is economical for the Company to do so. Staff also
believes that the generator's estimated cost is reasonable. No "used and useful" determination of
the proposed plant in service was made, and no conclusions should be inferred for rate making or
rate base purposes.

3 The installation cost of a 10 KW generator is $16,995 that includes material and installation. To install a 200 amp,
3-phase, 4 wire transfer switch will cost $6,886.

I..
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EXHIBIT 1

Yarnell Certificate Service Area



@©
as
UE' r'\

"voVu
nib

4'.

simonA
can

fan;
men,

etéifzm11:9iadz:
1 gm

9
cm

4

(99'£w
@9189
my @

cAn VERDE.21r
84324

as dj

6
|

rt"
1:

-S¢>>.
139mae /

48
;

ma
a m

EI)
Q39 A

~e
Mia171 oz: 5

.4- I

\

( l7sz \

( 2740

3143

l 144s \

r 1014

Ana

1 lass

1197
I nu

r 141.4 \

I 1651

1557

can

\

162.4 »

I 1510 \

I loss \

2.476

A 1419

( 3994

( 2370 \

r 1559

I zone

4151 \

I 155s

1284

l Sus \

. 4120 \

r 1670 \

era

<zz45 i

11504 I

/a54 l
r4304\

1391. s

/1146 l

am \

'sue
/3149 x

'an \
fl67l \

'7J7Z

(us
(4161 \
w', ,

'zzs5 )

HOLIDAY HILLS WATER COMPANY

HIJMBOLDT wATER sys'natvl, INC-

ICR WATER USERS ASSOCIATION

MICHAEIS RANCH WATER USERS' ASSOCIATION

JUNIPER sus WATER COMPANY

LAKE VERDE WATER COMPANY

1.m1£ PARK WATER colvlrmw. INC.

WMA ESTATES WATER Bonn>Any. LLC

ml-Lmow WATER COMPANY

MONTEZUMA RIMROCK WATER COMPANY, LLC

OAK CREEK PUBLIC SERVICE, Lm

OAK CREEK WATER COMPANY no. l

pl~:1~:n.Fs VALLEY WATER COMPANY

PINE VALLEY WATER COMVANY

RAINBOW rAnks, inc.

SEDONA VENTURE (MAC OPERATING LTD PARTNERSIIIP)

SEVEN CANYONS WATER COMPANY

SHERMAN punts WATER COMPANY

VERDE IAKES WATER CORPORATION

WALDEN mEAnows COM]VllJNl'lY COOPERATWE

WHITE Hoist RANCH OWNERS Assocumon. INC.

WILHOIT WATER colvlpAny. mc.

YARNELL WATER IMPROVEMENT ASSOCIATION

| 2539 y

r 1865 \

ABRA WATER COMPANY, mc.

ANIELOPE LAKES WATER COMPANY

APPAIDOSA WATER COMPANY

ARIZONA WKFER COMPANY

ASHFOBK DEVEIDPMENT Asso4:IAnon. inc.

BN LEASING CORPORATION

BIG PARK WATER COMPANY

IIOYNTON CANYDN nncmmnuzxr Hohmowmzns ASSOC.

BRADSI-[AW MOUNTAIN VIEW WATER COMPANY

BRADSIIAW wA1'E1 COMPANY, mc.

CAMPVERDE WATER SYSTEM

CDC WICKENBURG WATER. LLC

Cl-IINO MEADOWS u WATER COMPANY, mc.

COLDWATER CANYON WKFER cone>Anv

CORDFS LAKES WATER CDMPANY

CROSS ciuzm RANQH WATER COMPANY

CROWN KING wnuz com>Any. INC.

DELUS WATER COMPANY, Mr.

DIAMOND vAI.u8y WATER USERS ASSOCIATION

GRAND CANYON cAvnzns AND INN, LLC

GRANITE DELLS WATER COMPANY

GRANITE MOUNTAIN WATER COMPAN'/v INC.

GRANITE oAts WATER USERS ASSOCIATION

GLOOM CREEK WATER USERS ASSOCIATION
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EXHIBIT 2.

LDCATION OF YARNELL SERVICE AREA
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EXHIBIT PA

SYSTEMATIC DRAWING
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EXHIBIT CB

SYSTEMATIC DRAWING



Yarnell Water Usage
During Test Year (January 2006 - December 2006)
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EXHIBIT 4

o

WATER USAGE ON THE YARNELL SERVICE AREA
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EXHIBIT 5

ACTUAL AND PRGJECTED GROWTH IN YARNELL SERVICE AREA

Actual & Projected GroWth In Yan ell CC&N Area
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Acct.
No.

i

Depreciable Plant

Average
Service

Life
(Years)

Annual
Accrual
Rate <%)

304 Structures & Improvements 30 3.33

305 Collecting & Impounding
Reservoirs

40 2.50

306 Lake, River, Canal Intakes 40 2.50

307 Wells & Springs 30 3.33

308 Infiltration Galleries 15 6.67

309 Raw Water Supply Mains 50 2.00

310 Power Generation Equipment 20 5.00

311 Pumping Equipment 8 12.5

320 Water Treatment Equipment
320.1 Water Treatment Plants 30 3.33

320.2 Solution Chemical Feeders 5 20.0

330 Distribution Resegvpirs &
Standpipes

330.1 Storage Tanks 45 2.22

330.2 Pressure Tanks 20 5.00

331 Transmission & Distribution Mains 50 2.00

333 Services 30 3.33

334 Meters 12 8.33

335 Hydrants 50 2.00

336 Backflow Prevention Devices 15 6.67

339 Other Plant & Misc Equipment 15 6.67

340 IOffice Furniture & uipment 15 6.67

340.1 Computers & Software 5 20.00

341 Transportation Equipment 5 20.00

342 IStores uipment 25 4.00

343 Tools, Shop & Garage Equipment 20 5.00

344 Laboratory Equipment 10 10.00

345 Power Operated Equipment 20 5.00

346 ICommunication uipment 10 10.00

347 Miscellaneous Equipment 10 10.00

348 Other Tangible Plant

1
9

84

» _  » ¢
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Exhibit 6

Water Depreciation Rates

l
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TO:

FROM:

DATE :

RE:

On October 5, 2007, Yan ell Water Improvement Association ("Company") filed an
application with the Arizona Corporation Commission requesting a permanent rate increase. On
June 23, 2008, Staff filed its Staff Report pertaining to this filing.

Subsequent to Staffs filing of its Staff Report, the Hearing Division issued a procedural
order dated July 7, 2008, requiring the Company to File a financing application. The time clock
was suspended. In 2006, the Company purchased a new Ford truck on long-term financing with
Ford Credit Company without Commission approval for long-term financing. The Company
filed a financing application on July 14, 2008, seeking retroactive Commission approval of this
financing. The instant financing application is for the new Ford truck purchased in 2006. The
rate case application and the financing application were consolidated by procedural order dated
August 14, 2008. v

Staff reviewed the Financing application. The financing application amount of $19,827 is
the same amount that Staff recommended in its filed Staff Report to be retroactively approved.
Staffs Report was docketed on June 23, 2008.

Staff recommends that the financing for the new Ford truck be approved retroactively.
The Staff-recommended debt service coverage of 1.66 in its Staff Report, produces sufficient
revenue to service the Company's debt and for contingencies. See Schedule CRM-15. Staffs
recommended rates already include sufficient revenue to service the debt.

EGJ:CRM:kdh

Originator: Charles R. Myhlhousen

Attachment: Engineering Memorandum
Original and fifteen copies

Docket Cor81

Ernest o h ;
Director
Utilities Division

August 26, 2008

ADDENDUM TO STAFF PORTFOR YARNELL WATER IMPROVEMENT
ASSOCLATION FOR A PERMANENT R.ATE INCREASE AND FINANCING
(DOCKET no. W-0-2255A-07-0570 AND DOCKET NO. W-02255A-08-0355)
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EXHIBIT
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Service List for: Yan ell Water Improvement Association Inc.
Docket Nos. W-02255A-07-0570 and W-02255A-08-0355

Ms. Tammy Zudell
Yarnell Water Improvement Association
Post Office Box 727
Yan ell, Arizona 85362

Ms. Janice M. Allard
Chief Counsel, Legal Division
Arizona Corporation Commission
1200 West Washington Street
Phoenix, Arizona 85007

Mr. Ernest G. Johnson
Director, Utilities Division
Arizona Corporation Commission
1200 West Washington Street
Phoenix, Arizona 85007

Ms. Lyn Farmer
Chief; Hearing Division
Arizona Corporation Commission
1200 West Washington Street
Phoenix, Arizona 85007
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Yarnell Water Improvement Association
Docket No. W-02255A.07-0570
Test Year Ended December 31, 2006

Schedule CRM-15

Line No.
TIERAND DSC
SCHEDULE

1

2

Operating Income
Depreciation 8¢ Amort.
Income Tax Expense

$
$

59,772
35,393

0

Interest Expense
.Repayment of Principal

$
$

19,091
38,399

TIER

[1+3] + [5]
DSC
[1+2+3] + [5+6]

3.13

3
4
5
6
7
8
9

10
11
12 1 .66

r



MEMCRANDUM

DATE August 18, 2008

Charles Myhlhousen
Public Utility Analyst HI

FROM : Dorothy Hairs, P. E.
Utilities Engineer

"ml

RE: Financing Application for Yarnell Water Company, Inc.
Docket No. W-02255A-08-0355

On July 7, 2008, by Procedural Order, Yarnell Water Company ("the Company") was
ordered to file an application for approval of a financing for the purchase of a pick-up truck.
Staff was ordered to file a separate Staff Report on the financing application, thereafter. On July
14, 2008, the Company filed a financing application requesting Commission approval of long
term financing in the amount of $19,827.46 for the purchase of a Ford pick-up truck.

According to information contained in the application the Ford truck was needed to
replace a small 1990 Toyota pick-up truck that was no longer running. According to the
Company, repairs to the Toyota truck wouldhave cost more than what the truck was worth. In
May 2006, the Company purchased a heavy duty Ford truck to replace the Toyota truck. Staff
observed during its site inspection that the Ford truck was being used for Company purposes and
that it was being used to haul Company tools and equipment in very rough conditions while the
Company conducted water meter reading, replaced pipelines, meters, and valves and other
performed field work.

TO:

Staff concludes that the purchase of the Ford truck was appropriate and the purchase
amount reasonable.
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EXHIBIT

3/5
EXECUTIVE SUMMARY

YARNELL WATER IMPROVEMENT ASSOCIATION, INC.
DOCKET no. W-02255A-07-0570

Yarnell Water knprovernent Association, Inc. ("Company") is located approximately 30
miles southwest of Prescott, Arizona on Highway 89. The Company is engaged in the business
of providing water utility service exclusively to Arizona customers in Yavapai County. The
Company provides service to approximately 531 customers. The Company's current rates were
effective July l, 2006. These rates are the same rates that were effective in the Company's
previous rate case Decision No. 68747 dated June 6, 2006.

The Company's rate application requested an increase in revenue of $44,788 or a 19.41
percent increase over test year revenue of $230,712. The Company's proposed revenues of
$275,500 result in an operating income of $44,788, for an operating margin of 16.26 percent.
The Company's requested rates would increase the typical residential bill with a median usage of
2,338 gallons from $26.85 to $32.01, for an increase of$5.l6 or 19.2 percent.

Staff is recommending an inc Ase over test year revenue of $45,090 or a
s year revenue .

. t` ' om f ¢ - , , , . - , f O n o as ' f . t.m an operalng mc e o or per ng margin o 2§8; percent

884 percent
Staffs recommended revenues of $275,009, result

Staff' s
recommended rates would increase the typical residential bill with chan usage of 2,338
gallons from $26.85 to $31.42, for an increase of $4.57 or 17.0 percent.

. Ad. d
increase ovéftlt

(

Staff s recommendation will allow the Company sufficient revenue to make the principal
and 'interest payments on approved loans. Staff is recommending approval of a previously
executed Financing for a vehicle.

Staffs recommended rates and charges would provide an operating income of $ /9377
for an operating margin The operating fagin is abnormally high in this instance,
because the operating margin driven by die debt service coverage ("DSC") to give the
Company sufficient cash to service its debt and for contingencies.

Staff recommends :

• Approval of Staffs rates and charges as shown on Schedule CRM-16. In addition to
collection of its regular rates and charges, the Company may collect from its
customers a proportionate share of any privilege, sales or use tax per Commission
Rule (14-2-409D-5).

• The Company shall docket with the Commission, a schedule of its approved rates and
charges within 30 days after a Decision in this matter is issued.

• The Company shall use depreciation rates delineated in Exhibit 6 of the Engineering
Report on a going-forward basis.
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Customers:

Average number of customers in prior test year 521, current test year 531.

Notification:

Customer Notification was mailed originally on September 28, 2007 and was corrected, and
resent on November 27, 2007.

Complaints:

A review of Consumer Service records reveals that there were no complaints from January 1,
2005, through May 31, 2008.

Summarv of Filing

Based on test year results, as adjusted by Arizona Corporation Commission
("Commission") Utilities Division Staff ("Staff"), Yarnell Water Improvement Association, Inc.
("Company") realized an operating income of $12,772, for a 5.55 percent operating margin as
shown on Schedule CRM-1. .

The Company proposed rates produce operating revenue of $275,500 and an operating
income of $44,778, for an operating 1rTargin of 16.26 percent. The Company's proposed rates
would increase the typical residential bill with a median usage of 2,338 gallons from $26.85 to
$32.01, for an increase of $5.16 or 19.2 percent.

income of
srafgs recommended rates produce operating revenue of $275,009 and an operating

s6'9?45-'/i8 for an operating margin of 283; percent. Staffs recommended rates would
increase the typical residential bill with a rnediziii Usage of 2,338 gallons from $26.85 to $31.42,
for an increase of $4.57 or 17.0 percent.

The Company is a class C utility.

Company Background

The Company received its Certificate of Convenience and Necessity ("CC&N") 'm
Decision No. 44085, dated April 22, 1974. The Company's prior rate application utilized a test
year ending December 31, 2004.

On October 5, 2007, the Company filed an application for a permanent rate increase with
the Commission. On November 5, 2007, the Company filing was found deficient. On December
3, 2007, December 7, 2007, January 18, 2008, and February 25, 2008, the Company submitted
the deficient items. On March 3, 2008, the application was deemed sufficient. The Company's
current test year ends December 31, 2006 .
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of five-years on a total amount of $19,827. The Company did not seek or get approval for dies
long-term financing from the Commission. The Company had a 1990 Toyota pick-up truck
which was involved in an accident. Staff recommends approval of this long-term Financing
retroactive from May 12, 2006, when die new pick-up was purchased and will recommended
sufficient revenue to service this loan. Staff recommends that the Company obtain the
Commission's approval for any long-term financing prior to its execution in the future.

The Company has two other loans which were approved by the Commission. The loans
are with the United States Department of Agriculture-Farmers Home Administration ("USDA-
FHA"), acquired June 25, 1974, and April 25, 1975. The unpaid balances of these loans are
$270,691 and $18,059, respectively. The dates of maturity on these loans are June 25, 2014, and
April 25, 2015. See Schedule CRM-14. Staff recommends sufficient revenue to service these
loans. Staffs recommended revenue requirement is driven by debt service coverage ("DSC") of
1.66, which will give the Company sufficient revenue to service its debt and for contingencies.
See Schedule CRM-15.

Operating Revenue:

Staff made an adjustment to other water revenue, decreasing it by $793 Horn $2,793 to
$2,000. The Company does not expect any additional growth and other water revenue has
decreased considerably in the one and one-half yeas after the test year. Staff reviewed the
amount of other water revenues collected thus far in the year 2008. The amount collected from
January 2008 through May 2008, is less than $1,000. Based on this information Staff adjusted
the other water revenues to reflect this finding. Staff recommends adjusting other water revenue
to a level that more clearly reflects the correct amount expected to be received on a going-
fonvard basis. The Company's bill count revenue matched the revenue shown in the application
and that reflects the test year revenue. Staff did not have to annualize revenue because the same
rates that became effective in the most recent rate application Decision are the same rates that
were in effect in the prior Decision No. 68747 dated June 6, 2006. The same rates are applicable
for the entire 2006 test year. Staffs recommended operating income is $594744 See Schedules
CRM-7 and CRM-8.

é/I 3Lf"f'

Operating Expenses:

Staffs adjustments to operating expenses resulted in a decrease of $1,674 Hom $218,821
to $217,147 as shown on Schedule CRM-6 and CRM-7. Adjustments are discussed below.

Adjustment 1: Staff decreased other water revenues by $793 from $2,793 to $2,000 to
more clearly reflect the Staffs analysis of other water revenues received in year 2007, and the
amount received thus far in the 2008 year.

The Company does not expect any additional growth, and odder water revenue has
decreased considerably in die one and one-half years after the test year. Staff reviewed the
amount of other water revenues collected thus far in the year 2008. The amount collected Hom
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January 2008 through May 2008 is less than $1,000. Based on this information Staff adjusted
the other water revenues to reflect this finding. Staff recommends adjusting other water revenue
to a levelthat more clearly reflects the correct amount expected to be received on a going-
forward basis. See Schedule CRM-8.

Adjustment 2: Staff decreased office supplies and expense by $152, from $16,172 to
$16,020, to remove the cost of the Company's Christmas dinner held at a local restaurant
because it was a social event and not necessary to provide service. See Schedule CRM-9.

Adjustment 3: Staff decreased water testing by $287 Hom $4,290 to $4,003 to reflect
Staffs recommended expense level. This 'adjustment reflects the annual water testing costs
determined per Staff' s Engineering Report at Table A. See Schedule CRM- 10.

Adjustment 4: Staff decreased Repairs and Maintenance Expense by $678, from $12,097
to $11,419, to remove the cost, not covered by insurance, of body repair to the Toyota pickup
which was involved in an accident. Staff believes this to be a non-recurring expense. See
Schedule CRM-11

Adjustment 5: Staff increased depreciation expense by $1,724, &om $33,669 to $35,393,
to reflect the amount of depreciation expense on a going-forward basis. See Schedule CRM- 12.

Adjustment 6: Staff decreased propetgy taxes by $2,281, from $14,139 to $11,858, to
reflect the decreased property taxes due"tO the Company, including prior year's past due property
taxes paid in 2006. The property taxes were further decreased by $1,910 from $11,858 to
$9,948, based on Staffs recommended revenue. See Schedules CRM-13 and CRM-16.

Operating Margin
6/, 3' .

StafFs recommended rates and charges would provide an operating income of 859-a4é'i*
an operating margin of 3 percent. The operating margin is abnormally high in this

instance because the operating margin is driven by the DCS to give the Company sufficient cash
to service its debt and for contingencies. See Schedule CRM-1.

for

Revenue Requirement

The operating revenue for the Company has not been increased 'm approximately six
years.

Staf fs adjust ,feet year revenue
income of $5 _
CRM-1 and CRM-15.

Revenue stability is an important concern because the Company must pay the debt
service on three separate loans. The Company is a non-profit corporation.

Staff recommends total operating revenue of $275,009, an increase of $45,090, over the
of $229,919. Staffs recommendation provides operating

The revenue requirement is driven by a DSC of 1.66. See Schedules


